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§ 401.472 Rehabilitation funding.

(a) Sources of funds. (1) Project ac-
counts. The Restructuring Plan for
funding rehabilitation must include
funds from the project’s residual re-
ceipts account, surplus cash account,
replacement reserve account and other
project accounts, to the extent the
PAE determines that those accounts
will not be needed for the initial de-
posit to the reserves.

(2) Debt restructuring. The Restruc-
turing Plan may provide for funding of
rehabilitation through a new first
mortgage in conjunction with a pay-
ment of a section 541(b) claim. The pay-
ment of claim may be in an amount
necessary to facilitate the funding of
the rehabilitation, by reducing the ex-
isting first mortgage debt to make refi-
nancing proceeds available to fund re-
habilitation.

(3) Section 236(s) rehabilitation grant.
The Restructuring Plan may include a
direct grant from HUD under section
236(s) of the NHA to cover a portion of
the rehabilitation cost, to the extent
that HUD has determined that funding
is available for such a grant.

(4) Section 8 budget authority increase.
The Restructuring Plan may include
funding of rehabilitation from budget
authority provided to HUD for in-
creases in section 8 contracts, to the
extent that HUD has determined that
funding from this source is available.

(b) Statutory restrictions. Any rehabili-
tation funded from the sources de-
scribed in paragraph (a) of this section
is subject to the requirements in sec-
tion 517(b)(7) of MAHRA for an owner
contribution. The required owner con-
tribution will be calculated as 20 per-
cent of the total cost of rehabilitation,
unless it is determined that a higher
percentage is required. The PAE may
exempt housing cooperatives from the
owner contribution requirement.

(c) Escrow agent. The Restructuring
Plan must provide for progress pay-
ments for rehabilitation, which must
be disbursed by an acceptable escrow
agent subject to PAE oversight or as
otherwise provided by HUD.

[63 FR 48943, Sept. 11, 1998; 63 FR 71374, Dec.
28, 1998]

§ 401.473 HUD grants for rehabilita-
tion under section 236(s) of NHA.

HUD will consider a direct grant for
rehabilitation under section 236(s) of
the NHA only if the owner provides an
acceptable work schedule and cost-
analysis that is consistent with the
owner’s evaluation of physical condi-
tion under § 401.450, as certified by the
PAE. The owner must execute a grant
agreement with terms and conditions
acceptable to HUD. If the PAE is a
State or local government, or an agen-
cy or instrumentality of such a govern-
ment, the PAE and HUD may agree
that the PAE will be delegated the re-
sponsibility for the administration of
any grant made under § 401.473, if HUD
has determined that funding for the
cost of grant administration is avail-
able.

§ 401.474 Project accounts.
(a) Accounts from other projects. The

accounts listed in 401.472(a)(1) may be
used for other eligible projects only if:

(1) The projects are included in a
Consolidated Restructuring Plan under
§ 401.401; and

(2) The funds are used for rehabilita-
tion or to reduce a section 541(b) claim
paid by HUD under § 401.471.

(b) Distribution to owner. The Restruc-
turing Plan may provide for a one-time
distribution to the owner, not to ex-
ceed 10 percent of the excess funds in
project accounts, after completion of
the rehabilitation required by the Re-
structuring Plan.

§ 401.480 Voluntary sale or transfer of
project.

(a) May the owner request a Restruc-
turing Plan that includes a sale or trans-
fer of the property? The owner may re-
quest a Restructuring Plan that in-
cludes a condition that the property be
sold or transferred to a purchaser ac-
ceptable to HUD in a reasonable period
to consummate the transaction. The
failure to consummate a sale or trans-
fer of the property requested under
paragraph (a) of this section will nei-
ther adversely affect an owner’s eligi-
bility for a Restructuring Plan nor ex-
empt the owner from the requirements
of § 401.600.

(b) When must the Restructuring Plan
include a sale or transfer of the property?
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If the owner is determined ineligible
pursuant to § 401.101 or § 401.403, the Re-
structuring Plan must include a condi-
tion that the owner sell or transfer the
property to a purchaser acceptable to
HUD.

(c) Owner’s notice of intent to sell or
transfer. If a sale or transfer is required
under paragraph (b) of this section:

(1) The owner must provide notice to
the PAE affirming the owner’s intent
to sell or transfer the property. This
notice must be received by the PAE no
later than 30 days after a notice of re-
jection under § 401.101 or § 401.403 has
become a final determination under
subpart F of this part.

(2) The owner must cooperate in sell-
ing or transferring the property. Fail-
ure to do so will result in the PAE’s de-
termination to reject the owner’s re-
quest for a Restructuring Plan. The
owner must distribute and publish, in
an appropriate publication, a notice to
potential purchasers that describes the
property, proposed terms of sale, and
procedures for submitting a purchase
offer. The notice in form and substance
must be acceptable to HUD, and must
inform potential offerors of a pref-
erence for priority purchasers.

(3) The PAE may develop a Restruc-
turing Plan involving a sale or transfer
to a non-priority purchaser only if the
PAE determines that there is no inter-
ested qualified priority purchaser, or
that a feasible Restructuring Plan in-
volving a sale or transfer to a qualified
priority purchaser cannot be developed.

(d) Informing PAE; approval required.
The owner must inform the PAE of any
offer to purchase the property and the
owner must advise the PAE of the sub-
stance and on-going status of the own-
er’s discussions with any prospective
purchaser. The owner’s acceptance of
the offer must be subject to PAE ap-
proval, and HUD approval of the Re-
structuring Plan.

§ 401.481 Subsidy layering limitations
on HUD funds.

(a) PAE subsidy layering certification
required for Restructuring Plan. The
PAE must certify to HUD that any Re-
structuring Plan for which it submits a
proposed Restructuring Commitment
meets the requirements of either para-
graph (d) or (e) of this section.

(b) Purpose of subsidy layering certifi-
cation. The purpose of the subsidy
layering certification is to ensure that
any HUD assistance provided to the
owner of a project pursuant to a Re-
structuring Plan is no more than is
necessary to permit the project to con-
tinue to house tenants with an income
mix comparable to the income mix of
the project before the Restructuring
Plan is implemented, after taking into
account other Government assistance
described in section 102(b)(1) of the De-
partment of Housing and Urban Devel-
opment Act of 1989 (42 U.S.C. 3545(b)(1)).

(c) Relationship to section 102(d) of
HUD Reform Act. HUD is not required
to perform a separate subsidy layering
analysis under section 102(d) of the De-
partment of Housing and Urban Devel-
opment Reform Act of 1989 (42 U.S.C.
3545(d)), section 911 of the Housing and
Community Development Act of 1992
(42 U.S.C. 3545 note), or § 4.13 of this
title for any HUD assistance that is in-
cluded in the Restructuring Plan. HUD
will adopt the PAE certification under
this section if a HUD certification
would otherwise be required under sec-
tion 102(d).

(d) Certification under existing HUD
guidelines. If the PAE has delegated au-
thority from HUD to make section
102(d) subsidy layering certifications in
accordance with section 911 of the
Housing and Community Development
Act of 1992, the PAE may comply with
this section by using a procedure sub-
stantially similar to the procedure de-
scribed in the Administrative Guide-
lines published on December 15, 1994 (59
FR 64748), or any subsequent procedure
adopted by HUD to implement section
911.

(e) Other procedures. If the PAE does
not have the delegated authority de-
scribed in paragraph (d) of this section,
the PAE must submit to HUD for ap-
proval proposed procedures for making
the subsidy layering certification
under this section. Any procedures
must conform to the procedures de-
scribed in paragraph (d) of this section
to the extent feasible and appropriate.

§ 401.483 Leasing units to certificate
and voucher holders.

A Restructuring Plan must prohibit
any refusal of the owner to lease a unit
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